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MOUNT ROYAL RICE MILLS LIMITED 


AND SUBSIDIARY COMPANIES 


ANNUAL REPORT OF THE BOARD OF DIRECTORS 


The Consolidated Balance Sheet and Consolidated Statement of Earnings and Retained 
Earnings for the financial year ended February 28, 1973 are herewith submitted, being the 
91st Annual Statement of the affairs of the Company. 


Net profit for the year, after all charges and after payment of preferred dividends of 
$39,140, was $449,210 or $1.87 per common share. 


This substantial improvement in earnings resulted from increased sales and also reflects 
progressive reduction in interest charges and other economies achieved during the last few years. 


Consumer demand for “Dainty Fried Rice”, our patented instant product, was particularly 
encouraging and in that connection we are pleased to report an over-all arrangement for 
manufacture and distribution abroad on satisfactory test marketing and availability of supplies. 


After a period, during which the purchasing of rough or brown rice for milling was no 
great problem and judgment in regard to price could be made with some knowledge of 
probable market trends, we have entered a phase when the situation is extremely speculative 
with prices at least doubling due to uncertainty of whether rice crops, even in the United 
States, will measure up to normal. 


If it were not for the large inventories which we as a Rice Mill carry, the impact would 
already have been serious at the retail level. This clearly illustrates how important it is for 
Canada to preserve its own rice milling and storage facilities. 


It was, therefore, most disappointing that without the usual prior consultation, a decision 
was made to reduce the import duty on cleaned rice from SO cents to 25 cents per hundred 
pounds effective on February 20, 1973. 


An anomaly is that the import duty on a specialty quick-cooking rice which competes 
vigorously in retail package sales remains on an ad valorem basis of 742 percent or about 
$1.50 at the present price. 


It is to be hoped that the representations made, and which we have been told will under 
the new procedure be dealt with during the year, may result in a reinstatement of the SO 
cent rate and opportunity has been taken to emphasize that modest tariff protection is 
essential to efable us to operate with any degree of security. We find it difficult to understand 
the short term view which for a maximum theoretical saving of a quarter of a cent a pound to 
consumers, jeopardizes the position of an old established industry in a period of economic 
uncertainty. 


Shareholders will realize that in this difficult situation future prospects are unclear 
though our strong position, both financially and in our well established trade, encourages us 
to believe from experience of past adversities that a solution can be found. 


In conclusion, the Directors wish to express their appreciation of the work and loyalty 
of the staff and employees, which continues to be the keystone to successful operations. 


On behalf of the Board, 


ERIC REFORD, 
President. 


Montreal, Quebec. 
May 30, 1973. 


MOUNT ROYAL RICE MILLS LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For the Year Ended February 28, 1973 


1973 
GROSS REVENUE .. RUDY Gerth ale eV by ce $8,529,042 
EARNINGS FROM OPERATIONS .|.......0........000.22....... Bee . Was 
Deduct: Depreciation and amortization ...............0.............. 161,104 
Interest on long-term debt ............... pe 67,231 
228,335 
EARNINGS, before income taxes and 
extraordinary items ......... bk TE ees tee “fan 988,817 
INCOME TAXES 
Current eee TM REP OR CHW ci. Dil rl fie 2, 64,877 
Deferred A st Ra em ci ira scr cola ree rape PE ty ee oe 435,590 
500,467 
NET EARNINGS, before extraordinary items®.......................... 488,350 
EXTRAORDINARY ITEMS 
ReducthoOncOb income taxesnCINOLen I) aan eee 53 — 
Loss on demolition of a plant, less deferred 
income taxes of $40,000 applicable thereto ................. == 
NET EARNINGS FOR THE YEAR .......... Ce ee Le EA Tae 488,350 
RETAINED EARNINGS (Note 6) 
Balanceratabe simninieiOfayealen wee eee ee nee anne gee re 2,077,942 
2,566,292 
Dividends — preferred shares’ ..........0422 Loom. eee 39,140 
== COMM ONa SMAleS we sesese ere ied pohin Se 134,400 
15% Federal tax on portion of 1971 undistributed income . 23,716 
197,256 
Balance at end of year ....... ER Be RM Ar Ns OAS com $2,369,036 


EARNINGS PER COMMON SHARE 
(after preferred dividends) 
BerorerextiaOrdinakyaltenns ses: eee meee mee teen Si 
Extraordinary items ae 


Netiearmines! a, rma HA Mert ee A oer oy, «ke ss MA Me Nod coe $1.87 


1972 


$7,698,880 


864,377 


165,197 
86,347 
251,544 


612,833 


86,866 
208,424 


295,290 


317,543 


62,608 


(77,130) 
(14,522) 


303,021 


1,969,273 
2,212,298 
47,468 
140,955 
5,929 


194,352 
$2,077,942 


1.12 
(0.06) 


$1.06 


MOUNT ROYAL RICE MILLS LIMITED 


AND SUBSIDIARY COMPANIES 


gaan 


CONSOLIDATED STATEMENT OF CHANGES IN WORKING CAPITAL 


For the Year Ended February 28, 1973 


WORKING CAPITAL WAS INCREASED BY 


Net earnings for the year, before extraordinary items . 


Add: Charges (credits) not requiring funds 
Depreciation and amortization ........ Be cl nena 
Deferred income taxes 


Other . 


Reduction of income taxes (Note 1) ...........0000...... aeons 


WORKING CAPITAL WAS DECREASED BY 


Purchase of fixed assets and demolition costs, net ............... 


Cost of purchase for cancellation 
PE One-tenineacotiotihs O}000 een eee ee 


oe. preferred stock — 4,786 shares 
UCD SAOSIN Ce Re era 
MOno-teniny debi CUnbeMuhy; UC mas alegre nce se eee 
Payment of dividends — preferred 
— common . 


15% Federal tax on portion of 1971 undistributed income 


INCREASE IN WORKING CAPITAL 


WORKING CAPITAL 
At beginning of year 


PAiORGIOL Veat anes 


1973 


$ 488,350 


161,104 
435,590 


(8,965) 
1,076,079 


1,076,079 


56,679 
20,500 


HZ 7A 
40,000 
39,140 

134,400 


PIB TING 
426,606 


649,473 


1,292,823 


$1,942,296 


1972 


(Reclassified) 


$ 317,543 


165,197 
208,424 


691,164 


62,608 
T3142 


71,893 


So5201 
70,000 
47,468 
140,955 
5,929 


421,456 


832,36 


960,507 


MOUNT ROYAL R 
| AND SUBSIDIAR’ 


CONSOLIDATED BALANCE SHEE 


ASSETS 
1973 1972 
(Reclassified) 
CURRENT 
Cash and term deposits 0... ...... sap a mee a ae $ 233,339 $ 301,467 
INECOUNTSIMECEIVAD IGN eee. ee 534,879 439,717 
Inventory, valued at the lower of 
cost or net realizable value . 1,353,817 T2598 
Prepaid expenses _. 9,374 1357 
_2,131,409 _1AT8 8M 
FIXED 
Land, buildings and machinery, at cost ... 3,713,160 3,660,986 
Less: Accumulated depreciation 947,435 79 1,003 
UWA SSMS 2,869,983 
Patents at cost, less amount amortized SEO, 6,318 
2,771,342 _ 2,876,301 
OTHER 
Premium paid on acquisition 
of subsidiary company... ae 23,000 23.000 
$4,925,751 $4,378,180 


On behalf of the Board: 
ERIC REFORD, Director 
W. J. CROSS, Director 


AUDITORS’ REPORT 


The Shareholders, 
Mount Royal Rice Mills Limited 

We have examined the consolidated balance sheet of Mount Royal Rice Mills Limited and subsidiary 
companies as at February 28, 1973 and the consolidated statements of earnings and retained earnings and 
changes in working capital for the year ended on that date. Our examination included a general review of 
the accounting procedures and such tests of the accounting records and other supporting evidence as we 
considered necessary in the circumstances. : 

In our opinion, these consolidated statements present fairly the financial position of the companies 
as at February 28, 1973, the results of their operations and the changes in their working capital for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis .consistent with 


that of the preceding year. 
(Signed) CAMPBELL, SHARP, NASH & FIELD 
Chartered Accountants. 
Montreal, April 11, 1973. 
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-E MILLS LIMITED 


-OMPANIES 


AS AT FEBRUARY 28, 1973 


LIABILITIES 
1973 
CURRENT 
Accounts payable ’ $° (122,704 
Accrued interest on bonds : 2,343 
Current portion of long-term debt . a 40,000 
Income taxes payable (Note 1) 24,066 
189,113 
LONG-TERM DEBT 
7% Collateral Trust Sinking Fund Bonds 
(excluding current portion) 
$70,000 maturing annually to 1986 900,000 
DEFERRED INCOME TAXES . 604,015 
1,693,128 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
5.80% cumulative, redeemable, preferred shares of 
a par value of $25.00 each (Note 2) 
Authorized, issued and fully paid 
— 25,471 shares 636,775 
(1972 — 30,257 shares) 
Common shares without par value 
Authorized .. — 300,000 shares 
Issued — 240,000 shares __ 175,000 
Suuleiine 
CONTRIBUTED SURPLUS (Note 4) 51,812 
RETAINED EARNINGS (Note 6) 2,369,036 
Bh232: 625 


$4,925,751 


1972 
(Reclassified) 


$2 95/733 
Vio 
70,000 
7S) 
186,056 


970,000 


168,424 
1.324.480 


756,425 


175,000 
931,425 


44,333 
2,077,942 
3,053,700 


$4,378,180 


MOUNT ROYAL RICE MILLS LIMITED 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FERBRUARY 28, 1973 . 


. EXTRAORDINARY ITEMS — 1972 


Income taxes for the year 1972 were reduced by claiming depreciation recorded in 
prior years and not claimed for income tax purposes. 


. CAPITAL STOCK — PREFERRED SHARES 


The shares are redeemable out of capital at a premium of 3.40% to February 15, 
1974 and thereafter at rates reducing regularly every two years down to 1%. 


REMUNERATION — DIRECTORS AND OFFICERS 


1973 1972 
ASECIGEC LOTS) ——=9 SN Sunt Tal.) a eee eae ene ee en ne ee SO 250 $ 11,000 
IA STOLE COTS e955 v1 D372) meme meray oe eee etre ae nee $ 99,715 $ 85,000 
Number of officers who are also directors .......................... ; 3 3 
. CONTRIBUTED SURPLUS 
Gain on purchase of preferred shares for 
cancellation 
IM PROV CATS cee ccan aioe cece eet eee eee eee Rtas coe oi: 44,333 27,594 
IMeCUeKEM (Ay Cali eeren te yates ec ee eae en reee een een Seely ir 7,479 16;739 
Sy yl Ufo YY $ 447333 
. COMMITMENTS 


Normal purchase commitments have been made for the delivery as required, before 
August 31, 1973 of rice valued at a net price of $2,182,239 (U.S. funds). 


. RETAINED EARNINGS 


As at February 28, 1973, retained earnings included — 
LOT MW distr butedin cOme, Orel oe ee ee ge $1,767,000 
197 1. Gapitad. surplus onband . 2enssis9aerss eee Rees ee ak eae $ 422,000 


As determined in accordance with the provisions of the Income Tax Act. 
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